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摘 要 
本文试图对于苏丹的货币需求决定因素进行探讨。不同于已有的
货币需求分析，本文采用支出法衡量实际收入，并将其分解为最终
消费支出、投资支出和出口支出。基于 1980 年到 2011 年的年度数
据，本文运用 ARDL 边界检验法揭示出狭义货币需求 M1 与通货膨
胀、汇率、投资支出、出口支出以及最终消费支出等的长期相关关
系。此外，误差修正模型结果显示，狭义货币需求 M1 与最终消费
支出之间在短期内存在相关关系。鉴于本文的研究结论，我们建议
货币政策应致力于降低通货膨胀率。 
 
关键词：货币需求；ARDL；通货膨胀
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ABSTRACT 
This study attempts to investigate the determinants of money demand in Sudan, unlike 
previous money demand studies , expenditure approach to real income is applied by 
decomposing the components of real income, namely final consumption spending , 
investment spending and export spending . Based on annual data during the period 
1980 to 2011, ARDL bound testing revealed evidence of long run relationship 
between narrow money demand M1 and its determinants, namely inflation, exchange 
rate, investment spending, export spending and final consumption spending. The error 
correction model showed that there is short run relationship between narrow money 
demand and only final consumption spending. In the light of study we advise 
monetary policy should be aimed to reduce inflation rate.  
Key Words: Money demand, ARDL, Inflation rate 
 
厦
门
大
学
博
硕
士
论
文
摘
要
库
Table of Contents 
III 
 
TABLE OF CONTENTS 
 
Table of Contents 
ABSTRACT ...................................................................................................................................... II 
TABLE OF CONTENTS ................................................................................................................. III 
LIST OF ABBREVIATIONS ................................................................................................................... V 
LIST OF TABLES ................................................................................................................................. vi 
LIST OF APPENDICES ........................................................................................................................ vii 
CHAPTER 1 INTRODUCTION ...................................................................................................... 1 
1.1 Introduction ............................................................................................................................ 1 
1.2 Motivation ............................................................................................................................... 2 
1.3 Research Objectives ................................................................................................................ 3 
1.4 Scope Of Study ....................................................................................................................... 3 
CHAPTER 2 LITERATURE REVIEW ....................................................................................................... 5 
2.1 Theoretical Literature Review ................................................................................................. 5 
2.1.1 Money Demand in Classical School: ......................................................................... 5 
2.1.2 Money Demand in Keynesian School: ...................................................................... 7 
2.1.3 Money Demand in Monetarist School: .................................................................... 7 
2.2 Empirical Literature Review..................................................................................................... 8 
CHAPTER 3 METHODOLOGIES AND DATA ....................................................................................... 15 
3.1 Model Specification:.............................................................................................................. 15 
3.2 The Econometric Methodology ............................................................................................. 16 
3.3 Unit Root Analysis ................................................................................................................. 18 
3.4 Correlation Analysis .............................................................................................................. 19 
3.5 Data Descriptions and Sources .............................................................................................. 19 
CHAPTER 4 EMPIRICAL RESULTS...................................................................................................... 21 
4.1 Unite Root Test ...................................................................................................................... 21 
4.2 correlation analysis ............................................................................................................... 21 
4.3 Optimal Lag Selection............................................................................................................ 22 
4.4 Cointegration Analysis ........................................................................................................... 23 
4.5 Diagnostic Test ...................................................................................................................... 23 
厦
门
大
学
博
硕
士
论
文
摘
要
库
Table of Contents 
IV 
 
4.6 Long Run and Short Run Coefficients .................................................................................... 24 
CHAPTER 5 CONCLUSIONS AND POLICY IMPLICATION OF THIS STUDY .......................................... 27 
APPENDIX ........................................................................................................................................ 28 
REFERENCES .................................................................................................................................... 29 
ACKNOWLEDGMENTS .............................................................................................................. 31 
 
 
厦
门
大
学
博
硕
士
论
文
摘
要
库
LIST OF ABBREVIATIONS 
V 
 
LIST OF ABBREVIATIONS 
 
ARDL      Auto Regressive Distributed Lag 
 
GDP      Gross Domestic Product 
 
UN       United Nation 
 
AIC      Akaika Information Criteria  
    
 
M1       Narrow money 
 
LN       Logarithm Transformation 
 
ECR       Error Correction Model 
 
P        Consumer Price Index 
 
Fcs        Final Consumption Spending 
 
CBOS       Central Bank of Sudan 
 
IMF       International Monetary Fund
厦
门
大
学
博
硕
士
论
文
摘
要
库
LIST OF TABLES 
vi 
 
LIST OF TABLES 
Table 4. 1 Summary results of ADF unit root tests ..................................................................... 21 
Table 4. 2 Correlation analysis ..................................................................................................... 22 
Table 4. 3Lag selection order criterion ........................................................................................ 22 
Table 4. 4 Cointegration test based on ARDL approach using Bound testing ......................... 23 
Table 4. 5 Diagonistic test ............................................................................................................. 24 
Table 4. 6 ARDL coefficients for long run co-integration .......................................................... 25 
Table 4. 7 short- run dynamics ..................................................................................................... 26 
 
 
厦
门
大
学
博
硕
士
论
文
摘
要
库
LIST OF APPENDICES 
vii 
 
LIST OF APPENDICES 
 
Appendix 1: Descriptions of Variables and Sources of Data Used in Study ............................ 28 
厦
门
大
学
博
硕
士
论
文
摘
要
库
Chapter 1 Introduction 
 
1 
 
CHAPTER 1 INTRODUCTION 
1.1 Introduction 
 Demand for money has constituted a corner stone in macroeconomics and economic 
science in general, from the early times of David Hume, Smith, David Ricardo, 
Marshal, and Keynes, to Milton Freidman and today. To conduct monetary policy 
without an accurate specification of demand for money would worsen the outcomes of 
economic activity. Thus this topic has received great attention by intellectual theorists, 
policy makers, researchers as well as common individuals, because money demand 
can impact almost every aspect of our lives. Particularly in today’s world of massive 
inflationary episodes, repetitive financial crises, globalization, increased trends in 
financial innovations, and long run economic planning for development by 
governments. thus money demand is very sensitive and any misspecification could 
lead even to the collapse of the financial system in a country or group of countries or 
even the collapse of entire global economic system. Misspecification could even bring 
additional challenges for recovery after such a collapse. The recent financial crisis of 
2008 could be very strong evidence indicating the importance of the appropriate 
specification of money demand function. 
Most empirical studies have been looked at the specification of money demand as it 
relates to a scale variable and an opportunity cost variable, the two of which represent 
a transactions motive and investment(speculative) or assets holding motive 
respectively. While these studies have been conducted on both developed and 
developing countries, the study of money demand in context of developed countries 
has received much more attention than that in developing countries. Studies in these 
countries are able to differentiate from traditional studies by investigating new themes 
in money demand, such as assessing the impact of financial innovation on money 
demand or the impact of globalized financial markets on money demand. The results 
of these studies provide important policy suggestions which may have a wide 
reaching impact, since globalization, the increased openness of economies and free 
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mobility of financial assets across the globe bring challenges. Policymakers must 
estimate money demand accordingly to have efficient monetary policy  
 On the other hand, the study of money demand in developing countries has received 
very little attention compared to that of developed countries, with available literature 
mostly based on traditional scale variable and opportunity cost models. These studies 
in developing countries are less dynamic compared to those of developed countries, 
since there is often an absent or weak financial market, and very high, persistent 
inflation. Transaction theory for money demand holds mostly in these countries, and 
inflation rate is typically used as opportunity cost, rather than interest rate. 
Studies of money demand in both  developing and developed world use econometric 
techniques to empirically estimate the money demand. The most used technique is 
Cointegration and the error correction model, which studies the long run and short run 
determinants of money demand and helps establish monetary policy recommendations 
For the case of Sudan, there are two early studies which examined the determinants of 
money demand through Cointegration and error correction model by Elbadawi（1987) 
and A-M. M. Abdel-Rahman（1994) using GDP as a scale variable, however this 
could hide some of the impact of various expenditure components on money demand 
and make the estimated money demand biased. 
This study attempts to contribute to the literature of money demand in Sudan 
through considering the impact of disaggregated expenditure components on money 
demand. To the best of our knowledge, no study has yet considered this methodology 
in Sudan. The study is performed following Tang （2002), Tang（2004), Ziramba 
（2007) and Ben-Salha and Jaidi（2014). 
1.2 Motivation 
 The stability of money demand is a prerequisite condition for money to perform its 
role in an economy. Particularly in developing countries, where economies are 
married with severe inflation episodes, unstable exchange rates, chronic external and 
internal balance issues, civil wars, poverty, hunger, bad institutional quality and 
corruption. To draft monetary policy that achieves the correct objectives in such 
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countries, it’s necessary to carefully understand the behavior of money demand and its 
determinants. 
The Sudanese economy has witnessed a very long period of instability, both, social 
and economic. The prolonged war in South Sudan, the Darfur war, as well as 
economic sanctions from the USA and other western countries have all had an adverse 
impact on the Sudanese economy this political and economic instability may have 
caused some level of instability in money demand, as this study claims. Through 
surveying the literature on previous studies on the stability of money demand in 
Sudan, Elbadawi（1987) and A-M. M. Abdel-Rahman（1994) in particular, we found 
an absence of studies on money demand based in Sudan. What is more, these previous 
studies also having shortcomings Firstly, they didn’t consider the impact of 
expenditure components in money demand in Sudan, which might hide the impact of 
these expenditure components on money demand. 
This study will also contribute to literature on non-interest financial systems. Since 
Sudan has adopted an Islamic economy, interest rate doesn’t play any role in the 
economy both on the short and long run. In this system there no bond markets, only 
equity instruments are traded it’s worthy to study the behavior of money demand in 
such economy. The study also motivates to check the influence of exchange rate on 
money demand, in such high inflationary economy  
1.3 Research Objectives 
The objectives of this study are as follows. Firstly, to investigate the long run 
determinants of money demand in Sudan and its stability. Secondly how the 
disaggregate expenditure components change the analysis of money demand in Sudan. 
Thirdly, to assess the impact of exchange rate and inflation on money demand on 
Sudanese economy. 
1.4 Scope Of Study 
 This study is organized under the following the sections 
Chapter One: Introduction  
It will give a broad introduction regarding the importance of monetary policy, 
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particularly money demand, in developing and developed countries. This begins with 
motivation and importance of this research   
Chapter Two: literature review 
 overviews theories proposed by economists to understand how money demand 
affects economic activities, what determines the optimal amounts of money that keep 
the economy stable, how the behavior of money demand differs in the long run and  
the short run and what policies might be used to reduce the uncertainties associated 
with behavior of money demand.  
Additionally ,it reviews the empirical literature regarding the subject under study and 
concludes with identifying the research gap that this paper will address 
Chapter Three:  Methodologies and Data 
This chapters shows the model and techniques will be used to analysis the 
determinates of money demand in Sudan and describes the data that will be used to 
conduct this model and gives it source and justifications of using this data.  
Chapter Four: empirical results  
 it will shows and discusses the empirical results of this study and gives conclusion 
and policy implications.   
. 
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CHAPTER 2 LITERATURE REVIEW 
2.1 Theoretical Literature Review 
 The discussion of money demand is well documented in economics thinking by 
different schools of economic thought and economic philosophers, including classical 
school, Keynesian school and as well as monetarist school. 
2.1.1 Money Demand in Classical School: 
 The classical analysis of the demand for money was based on view that money was a 
medium a medium of exchange as such it hold to facilitate exchange. Thus in their 
view money doesn’t have intrinsic value that make it desirable for its own sake 
whoever people were obliged to do so because of time lack between their monetary 
receipts and payment. Marvasti and Smyth (1999) The sole motive for holding money 
is transactions motive whoever there are three factors that determine the size of cash 
balance that held in transaction balance for individual or economic unit. These factors 
are the spending pattern of an individual, the frequency of receiving income and the 
size of his income. 
The classical economists developed the Quantity Theory of Money in their attempts to 
study how money affects the economy in the long run. Irvin Fisher’s equation of 
exchange states as: 
𝑀 𝑉 = 𝑃 𝑇 
Where M stands for stock of money, V stands for velocity of circulations of money, P 
is average price level of all transactions taking place in economy during year and T is 
the number of times goods and services exchanged against money during year. 
This equation of exchange is identity because the way it defined assumes that 𝑀 𝑉 
supply of money must equal 𝑃 𝑇 demand of money. 
The equation of exchange is also written as  𝑀 𝑉 = 𝑃 𝑌, here Y nominal income is 
replaced for T number of transaction because total number of transactions are difficult 
to measure in practical studies of how money affects economy and also the number of 
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transactions and output are highly related since the more output economy produce it 
results in more exchange of goods and services, whoever they are not the same since 
some of the transactions are merely exchanges of ownership. 
V in this version of equation of exchange is called income velocity, which is the 
numbers of time currency entered in someone’s income during a period of time. Thus 
the equation of exchange can be devolved as a theory of demand for money once we 
assumed, as Fisher did, Money and real activity are exogenous, and the velocity of 
money is constant in the long run, thus the price level is the only endogenous variable 
Mankiw (2005) 
  ?̅??̅?=𝑃?̅? 
Where the bars over the variables M, V and Y are indicate they are constant and 
exogenous and the price level is only the indigenous variable which can be 
determined from the model.  
𝑀 =
𝑃𝑌
𝑉
 or 𝑀𝑑 =
1
𝑉
 𝑃𝑌 
In analyzing the effects of money demand in economy, often is useful to express the 
quantity of money in terms of quantity of good and services it can buy, or in term of 
its purchasing power which known as real money balance 
𝑀
𝑃
=
𝑌
𝑉
 
An alternative approach within the classical school was developed in Cambridge 
school by questioning the optimal amount of money an individual wish to hold, in this 
regard money competes with other assets yielding utility, which means that money is 
not only medium of exchange but it’s also store of value used to transfer the 
purchasing power from current to future as well as a hedge of uncertainty. 
Accordingly the amount of real money balance demanded by individual depends 
positively on income and constant known as K 
𝑀
𝑃
= 𝐾𝑌 
In this regard Cambridge economist stressed the possibility of interest rate to affect 
money demand in short run, whoever in the long run K is constant and cannot be 
affected with the changes in interest rate Serletis (2007). 
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